ANNUAL REPORT 








The home office of Lucky Stores, Inc., is 
located at 1701 Marina Boulevard in San 
Leandro, California. Corporate and division 
executive offices, warehouses and complete 
trucking facilities are maintained at this 
site. From this central location, nearly 100 
Lucky Stores within the basic perimeter of 
the San Francisco Bay Area and Sacramento 
are serviced. The Southern Regional ware¬ 
house and office complex is located at 6565 
Knott Avenue in Buena Park, California, 
for the servicing of Lucky Stores in Los 
Angeles, San Diego, Phoenix and Tucson. 
Seattle Lucky and Foodland stores maintain 
offices at 1400 East Pine Street in Seattle. 

A total of 5,550 employees comprise the 
growing Lucky family, maintaining 150 
Lucky Stores as well as seven Gemco Mem¬ 
bership Department Stores. The actual 
locations of these stores are indicated on 
the adjacent map. 

Lucky Stores faith in the economic growth 
of the West is indicated by the announced 
plans for construction of 22 to 29 additional 
stores during the forthcoming year. 
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REVIEW OF THE YEAR IN BRIEF 



1964 

1963 

SALES 

$310,417,609 

$257,072,966 

EARNINGS 

(Before Taxes on Income) 

9,635,920 

6,720,180 

NET EARNINGS 

4,845,920 

3,150,180 

EARNINGS 

2.15 

1.37 


(Per Share Common Stock) 


Adjusted for 3% Stock Dividend paid June 1964 
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SALES AND EARNINGS 

Lucky’s 1964 year of 53 weeks produced new highs 
in both sales and earnings. Our sales of $310.4 million 
were up 20 per cent over 1963 sales of $257 million. 

Net profit was $4.8 million—a 53 per cent increase 
over 1963 earnings of $3.1 million. Our 1964 per 
share earnings were $2.15, compared to 1963’s $1.37 
(after adjustment for a three per cent stock dividend). 

DIVIDENDS 

During 1964, dividends of 20 cents per share were 
paid February 15 and May 15, and increased divi¬ 
dends of 25 cents were paid August 15 and November 
15. In addition, a stock dividend of three per cent 
was paid June 8. 

As we reported to you in our third quarter, 1964 
message, our new fiscal year will be February 1 
through January 31, rather than the calendar year. In 
view of this change, your Board declared a dividend 
of 12 cents per share, payable March 28, 1965 to 
shareholders of record March 16, 1965. At its meeting 
held February 25, 1965, the Board increased the 
quarterly dividend from 25 cents to 30 cents per share, 
also payable March 28, 1965 to shareholders of 
record March 16, 1965. It is contemplated that the 
regular times for payments of dividends will be the 
28th day of June, September, December and March. 
Since stock dividends usually are payable later in the 
year, the Board determined it appropriate that declar¬ 
ation be nearer the time of payment; therefore, it will 
consider a stock dividend at its regular meeting fol¬ 
lowing our Annual Meeting of Shareholders, April 
21,1965. 



























































FINANCE 

Our capital expenditures for 1964 were about $1.5 
million for new stores, $2.8 million on existing facili¬ 
ties, and approximately $1.8 million assigned to assets 
of subsidiaries acquired. In 1965, our capital expend¬ 
itures will be between $7 million and $8 million, of 
which about one-half will be for new stores, and the 
balance will be for existing stores and the new bakery 
facility. 

Our depreciation in 1964 was $3.4 million. In 1965, 
it will be approximately $3.8 million. 

Application of 1964 investment credits added nine 
cents per share to earnings. The balance of the invest¬ 
ment credits accrued from 1962 and 1963 will con¬ 
tinue to be taken into income over the useful life of 
the related properties. Internally generated funds 
from earnings and depreciation will be adequate to 
finance our intended expansion. 

GENERAL 

At the end of 1964, we had 157 stores in operation. 


including seven Gemco membership department stores. 
During the year, we opened seven new stores, of which 
three were Gemco; and we purchased eleven Good¬ 
man’s markets, nine of which are in the Tucson area 
and two in Phoenix. We closed five small, older stores 
in 1964, for a net increase of 13. 

In 1965, we anticipate opening 22 supermarkets; 
though several more are possible, as is an additional 
Gemco. These new stores will be in our present areas 
of operation. Four will be in the Seattle-Tacoma area, 
eight in Northern California, six in the Greater Los 
Angeles area, one in San Diego, and three in Phoenix. 
We plan to close or sell five stores. 

1965 will see Lucky in manufacturing for the first 
time. Plans are in the architect’s office, and equipment 
has already been ordered for a bakery to be built on 
our San Leandro property, which will serve the 
Northern California stores. We hope to have this com¬ 
pleted by July. In our 1965 projections, we have 
anticipated no increase in earnings from the bakery 
because of start-up and advertising costs; however, it 
will make a considerable contribution in 1966 and 















































thereafter. 

We also have under way an intensive study to 
develop plans for our own dairy plant in Northern 
California. This may be in operation in the fourth 
quarter of 1965, or early in 1966. 

New stores are important. Judgment and selectivity 
of new store sites are even more important. We make 
extensive real estate studies on sites to scientifically 
determine the need for a market in an area. Because 
of higher land and building costs, we require greater 
potential volume before approving new sites. The 
result has been a high percentage of our stores moving 
into a profitable operation at an earlier date. In the 
last five years, excluding the Goodman’s purchase in 
October, 1964, we have opened or purchased 67 stores. 
Five of these have since been sold. The remaining 62 
stores produced 46 per cent of our 1964 sales and 50 
per cent of our pre tax earnings. Yes, new stores are 
important; good new stores are vital. 

We continue to make expanding use of our data 
processing equipment at our center in San Leandro, 
which serves all operating areas. Much has been 


written on the importance of data processing equip¬ 
ment, and deservedly so. In Lucky, this program is 
under the direction of our corporate controller. The 
proper usage of information furnished is enabling 
us to better serve our stores, while keeping inventories 
at a minimum. Amazingly accurate weekly profit and 
loss information enables our divisions to quickly 
adjust to ever-changing conditions. 

We take this opportunity to compliment and thank 
our associates, numbering over 5,500, who contributed 
so greatly to Lucky’s success in 1964. To continue in 
this pattern of growth in sales and earnings, our com¬ 
mon goal is, and must be, to better serve our customers. 


To our Board, in behalf of our fellow employees 
and shareholders, we say “thank you” for your faith, 
wisdom, and guidance. 




- y 

Fred A. Ferroggiaro ^ 


Chairman of the Board 






Gerald A. Awes 
President 
















LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEET 


ASSETS 

Current assets: 

Cash. 

Short term securities, at cost, plus accrued interest (approximates market) . . . 

Accounts receivable. 

Inventories, at cost or market, whichever is lower: 

Merchandise . . . 

Supplies and wrapping materials. 

Unexpired insurance premiums, prepaid taxes and rents. 

Store properties held for sale and leaseback (Note 1). 

Total current assets. 

Investments and long-term receivables (Note 1). 

Property, plant and equipment, at cost, 

less accumulated depreciation and amortization (Notes 1 and 2). 

Deferred charges. 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current liabilities: 

Notes payable—instalments due within one year (Notes 1 and 3) . . . 

Accounts payable. 

Accrued wages, taxes (except federal income taxes), insurance, rent, etc. 

Estimated federal income taxes (Note 4). 

Total current liabilities. 

Notes payable—instalments due after one year (Notes 1 and 3) . . . . 
Deferred federal income taxes (Note 4). 


January 3 
1965 

December 29 
1 963* 

$ 4,025,849 

$ 5,408,436 

5,281,055 


2,048,666 

1,603,457 

19,635,713 

17,681,100 

506,094 

404,012 

1,278,560 

1,113,910 

2,633,111 

3,728,385 

35,409,048 

29,939,300 

389,086 

519,541 

21,273,167 

19,044,132 

459,836 

434,357 

$57,531,137 

$49,937,330 


$ 698,262 

$ 92,225 

16,405,357 

13,836,772 

4,637,009 

3,306,607 

3,373,634 

2,055,129 

25,114,262 

19,290,733 

6,714,115 

7,248,831 

908,227 

879,128 

32,736,604 

27,418,692 


Stockholders’ equity: 

Common stock, authorized 5,000,000 shares, 
par value $1.25 per share (Note 5): 



January 3 

December 29 



1965 

1963 


Shares issued. 

2,270,084 

2,203,038 

2,837,605 

Shares in treasury. 

16,170 

— 


Shares outstanding. 

2,253,914 

2,203,038 


Capital in excess of par value of capital stock outstanding (Note 7) 


11,016,438 

Earnings retained for use in the business, per accompanying statement (Note 3) . . 

10,940,490 


24,794,533 

$57,531,137 


2,753,798 


9,504,096 

10,260,744 

22,518,638 

$49,937,330 


‘Reclassified to conform to January 3 1965 presentation. 






















































LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF EARNINGS 


Fiscal Year Ended 
January 3 December 29 

1965 1963 

(53 we eks ) (52 weeks) 

Sales and other operating revenues. $310,417,609 $257,072,966 

Cost of goods sold. _243,912,905 199,734,389 

66,504,704 57,338,577 

Selling, general and administrative expenses. 53,205,539 47,148,131 

Provision for depreciation and amortization. 3,474,286 3,205,507 

Interest expense . 418,229 404,725 

57,098,054 50,758,363 

9,406,650 6,580,214 

Dividend and interest income. 229,270 139,966 

9,635,920 6,720,180 

Estimated federal income taxes (including $245,000 in 1963 

deferred to future years) (Note 4). 4,79 0,000 3,570,000 

Net earnings for year. 4,845,920 3,150,180 

Earnings retained for use in the business, beginning of period. 10,260,744 10,0 81,950 

15,106,664 13,232,130 

Dividends declared: 

Preferred stock—$2,285 per share. 45,694 

Common stock: 

In cash—$.90 per share in 1964 and $.80 in 1963 . 2,009,463 1,725,096 

In common stock—3%. 1,338,829 1,150,596 

Cost of 32,480 shares of common stock purchased. 817,882 

Redemption premium on First Series 5% cumulative preferred stock. 50,000 

4,166,174 2,97 1,386 

Earnings retained for use in the business, end of period (Note 3) $10,940,4 90 $10,260,744 


LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1—Basis of preparation of statements: 

(a) The consolidated financial statements include the accounts of 
Foodland, Inc., a wholly-owned subsidiary. In October 1964 the Company 
purchased all of the outstanding stock of Goodman’s Markets, Inc. and 
its related companies. The consolidated financial statements include the 
results of operations of the Goodman companies since the date of acquisi¬ 
tion. The Goodman companies were merged with Lucky Stores, Inc. in 
December 1964. 

(b) Investments include the Company's equity in the net assets of 
wholly-owned unconsolidated subsidiaries which own store and warehouse 
properties leased to the Company. The combined balance sheet of the 
realty subsidiaries at January 3 1965 and the related statement of earnings 
for the fiscal year (53 weeks) then ended are shown below (with compara¬ 
tive amounts of the prior year): 


BALANCE SHEET 

January 3 December 29 
1965 1963 


Current assets 

$ 4,204 

$ 500 

Property and plant, at cost (pledged 
to secure notes payable): 
Buildings 

Less—Accumulated depreciation 

4,275,104 

130,314 

2,106,100 

40,408 

Land 

4,144,790 

2,187,896 

2,065,692 

413,900 


6,332,686 

2,479,592 


$6,336,890 

$2,480,092 


Notes continued 

on next page. 


























































NOTE 3—Notes payable: 


LIABILITIES AND STOCKHOLDER’S EQUITY 


Accounts payable 

$ 3,004 

$ 400 

Long-term mortgage notes payable 

(guaranteed by Lucky Stores, Inc.): 

Notes payable $195,350 annually, including 
interest, to 1982 and remaining prin¬ 
cipal of $870,223 in 1983 2,439,172 

Notes payable $260,340 annually, 

including interest, to 1990 3,911,577 

2,486,383 

Total (including principal 
of $153,245 due in 1965) 

6,350,749 

2,486,388 

Stockholder’s equity: 

Capital stock 

Deficit, per statement below 

1,200 

(18,063) 

100 

(6,796) 


(16,863) 

(6,696) 


$6,336,890 

$2,480,092 

STATEMENT OF EARNINGS 

Fiscal Year Ended 


January 3 
1965 

December 29 
1963 

Rental income 

$327,006 

$160,597 

Expenses: 

Provision for depreciation 

Interest 

89,906 

248,367 

40,408 

126,985 


338,273 

167,393 

Net loss for year 

Deficit, beginning of year 

(11,267) 

(6,796) 

(6,796) 

Deficit, end of year 

($18,063) 

($6,796) 


In the Company's annual report to the Securities and Exchange Com¬ 
mission, the realty subsidiaries will be consolidated. The principal effect 
of this treatment is to increase property, plant and equipment, net of 
accumulated depreciation, by $6,839,003, to increase notes payable, 
including the current portion, by $6,350,749 and to decrease current 
assets by $505,317 (store properties held for sale and leaseback). 


NOTE 2—Property, plant and equipment: 

January 3 

December 29 


1965 

_I_ 

1963 

Buildings 

$ 2,972,850 

$ 2,897,907 

Leasehold costs and improvements 

3,842,133 

3,063,807 

Fixtures and equipment 

27,227,612 

24,438,942 

Trucking equipment 

2,770,497 

2,470,003 


36,813,092 

32,870,659 

Less—Accumulated depreciation 
and amortization 

17,018,547 

15,099,902 


19,794,545 

17,770,757 

Land 

1,478,622 

1,273,375 


$21,273,167 

$19,044,132 


At January 3 1965 land, buildings and equipment costing approxi¬ 
mately $2,380,000 are pledged to secure notes payable. 

Substantially all stores and certain other facilities operated by the 
Company are leased. The minimum annual rentals under leases in effect 
at January 3 1965, including $475,000 to be paid to wholly-owned un¬ 
consolidated realty subsidiaries (see Note 1), are summarized as follows: 

Approximate 

Years annual rent 


1965 

1966-1970 
1971-1975 
1976- 1980 
1981 - 1985 
1986-1990 


$5,760,000 
5,640,000 
5,130,000 
4,470,000 
2,560,000 
1,560,000 or less 


Most of the leases also require payment of property taxes and insur¬ 
ance and provide for additional rentals if sales exceed specified amounts. 


January 3 
1965 

Unsecured—5.48% notes payable in annual instalments 

of $583,000 from 1965 to 1975 and $587,000 in 1976 $7,000,000 

Secured—Mortgage loans payable through 1973 412,377 

$7,412,377 

The unsecured loan agreement contains restrictions as to the pay¬ 
ment of cash dividends. At January 3 1965 earnings retained for use in 
the business in the amount of $1,545,000 were not restricted. 


NOTE 4—Deferred federal income taxes: 

The unamortized balance of deferred federal income taxes arising 
from deferring 100% of the investment tax credits of 1962 and 1963 
is being amortized ratably into income over the average useful life of 
the applicable property. Since the provisions of the Revenue Act of 1964 
no longer require the depreciable basis of qualified property to be reduced 
by the investment tax credit, the provision for federal income taxes for 
1964 has been reduced by the investment tax credit arising from quali¬ 
fied property additions during the year. The effect of this change on 
1964 net earnings is not material. 

NOTE 5—Stock option plans: 

In July 1964 the Board of Directors adopted, subject to stockholder 
approval in April 1965, the 1964 Qualified Stock Option Plan covering 
150,000 shares of common stock. Under this plan options may be granted 
to key employees at not less than the fair market price at the time of 
grant and no options may be exercised within two years from the date 
of grant or after the expiration of five years. No further options will be 
granted under the Restricted Stock Option Plan in effect for prior years. 

The following transactions occurred during the year under the stock 
option plans: 

Common 


shares 

Balance, December 29 1963 53,094 

Options granted in 1964 under new plan 

at $32.50 per share 41,000 

Options exercised (representing options granted during years 
1959 to 1962 at prices ranging from $12.61 to $21.14 
per share) (17,241) 

Options terminated (1,493) 

Adjustment for 3% stock dividend 1,484 

Balance, January 3 1965 76,844 


The outstanding options at January 3 1965 represent grants from 
1960 through 1964 at prices ranging from $12.61 to $32.50 per share. 

NOTE 6—Retirement plan: 

The Company's retirement plan provides for the Company to make 
contributions to a trust adequate to finance the benefits provided for in 
the plan on a sound actuarial basis. Contributions to the fund charged to 
earnings in 1964 amounted to $306,939. Unfunded past service costs 
under the plan at January 3 1965 were approximately $853,955. Certain 
changes were made in the retirement plan in 1964 to increase benefits 
to covered employees and the additional costs of these benefits are 
reflected in the foregoing amounts. 


NOTE 7—Capital in excess of par value of capital stock 
outstanding: 

Balance, December 29 1963 
Excess of market value over par value of 66,115 
shares of common stock issued as a 3% 
stock dividend on June 8 1964 
Amount received for 16,310 shares of common 
stock held in treasury, sold under Restricted 
Stock Option Plan (Note 5) 

Excess of amount received over par value of 931 
shares of common stock sold under Restricted 
Stock Option Plan (Note 5) 


$ 9,504,096 
1,256,185 
240,178 
15,979 


Balance, January 3 1965 


$11,016,438 





















































LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS: 


Funds provided: 

From operations: 

Net earnings for the year. 

Expenses which did not require current cash outlay: 

Depreciation and amortization. 

Other . 

Proceeds from sales of property, plant and equipment. 

Common stock sold under stock option plan. 

Common stock issued for acquisition of Foodland, Inc. 

Funds applied: 

Additions to property, plant and equipment (including in 1964 $1,792,000 
and in 1963 $1,043,000 assigned to assets of subsidiaries acquired) . . 

Cash dividends .. 

Purchase of common stock for treasury. 

Redemption of preferred stock. 

Reduction of long-term portion of notes payable. 

Net increase (decrease) in working capital. 

Working capital: 

At end of fiscal year. 

At beginning of fiscal year. 

Net increase (decrease) in working capital. 


Fiscal Year Ended 

January 3 

December 29 

1965 

1963 

$4,846,000 

$3,150,000 

3,474,000 

3,206,000 

216,000 

317,000 

8,536,000 

6,673,000 

375,000 

481,000 

257,000 

153,000 


671,000 

9,168,000 

7,978,000 


6,160,000 

4,797,000 

2,009,000 

1,771,000 

818,000 

1,050,000 

535,000 

92,000 

9,522,000 

7,710,000 

($354,000) 

$268,000 

$10,295,000 

$10,649,000 

10,649,000 

10,381,000 

($354,000) 

$268,000 


Price Waterhouse & Co. 


120 Montgomery Street 
San Francisco 

To the Board of Directors of February 18 1965 

Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of earnings, with 
the financial information contained in Note 1, present fairly the financial position of Lucky Stores, Inc. and its consoli¬ 
dated subsidiary at January 3 1965 and the results of their operations for the fiscal year (53 weeks) then ended, in con¬ 
formity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. Our 
examination of these statements was made in accordance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the cir¬ 
cumstances. 

Our examination also encompassed the statement of source and application of funds for the fiscal year ended Janu¬ 
ary 3 1965, which is presented as supplementary financial information, and, in our opinion, that statement presents 
fairly the information shown therein. 






































THESE NEW LUCKY SUPERMARKETS REELECT 







Lucky Stores now operates seven Gemco member¬ 
ship department stores in California serving more 
than 300,000 members weekly. These modern stores 
are located on eight to ten acre lots with parking 
facilities for 500 to 750 cars. 


Included in each Gemco unit is a 22,000 square 
foot supermarket. Other major departments include 
variety, clothing, jewelry, pharmacy, sporting 
goods, major appliances, automotive, floor cover¬ 
ings and garden nursery. 















































53 Weeks 
1964 

52 Weeks 
1963 

52 Weeks 
1962 

52 Weeks 
1961 

52 Weeks 
1960 

SALES 

Total Dollar Sales 

$310,417,609 

$257,072,966 

$232,448,971 

$200,400,953 

$190,071,490 

EARNINGS 

Before Taxes on Income 

9,635,920 

6,720,180 

5,728,910 

4,914,285 

5,991,835 

Federal Taxes 

4,790,000 

3,570,000 

3,000,000 

2,460,000 

3,170,000 

Net Earnings 

4,845,920 

3,150,180 

2,728,910 

2,454,285 

2,821,835 

Earnings Per Share Common Stock* 

2.15 

1.37 

1.21 

1.09 

1.26 

DIVIDENDS 

Total Cash Dividends Paid on Preferred Stock 

-0- 

45,694 

50,000 

50,000 

50,000 

Total Cash Dividends Paid on Common Stock 

2,009,463 

1,725,0% 

1,648,745 

1,606,189 

1,549,339 

Dividends Paid Per Share on Common: 

In Cash* 

.90 

.78 

.75 

.73 

.71 

In Stock 

3% 

3% 

3% 

3% 

3% 

SHAREHOLDERS 

Number of Common Shareholders of Record 

18,982 

19,058 

19,075 

17,825 

17,422 

Number of Common Shares Outstanding 

(2,253,914) 

(2,203,038) 

(2,092,568) 

(2,027,956) 

(1,958,154) 

BALANCE SHEET INFORMATION 

Current Assets 

35,409,048 

29,939,300 

28,655,510 

24,387,622 

19,414,426 

Current Liabilities 

25,114,262 

19,290,733 

18,588,822 

12,953,813 

11,649,224 

Working Capital 

10,294,786 

10,648,567 

10,066,688 

11,433,809 

7,765,202 

Long Term Debt 

6,714,115 

7,248,831 

7,341,124 

7,377,705 

3,167,506 

Shareholders' Equity 

Preferred 

Common 

24,794,533 

22,518,638 

1,000,000 

20,366,114 

1,000,000 

19,290,712 

1,000,000 

17,971,537 

STORES 

Number at Beginning of Year 

144 

141 

135 

121 

117 

Opened and/or Acquired During Year 

18 

14 

12 

18 

16 

Closed During Year 

5 

11 

6 

4 

12 

Number at End of Year 

157 

144 

141 

135 

121 

EMPLOYEES 

Number of Employees 

5,550 

5,350 

4,733 

3,916 

3,624 


Earnings and dividends per share for years prior to 1964 have been adjusted for stock dividends paid. 
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